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"| The Cotton Goods Industry 


stroke In an address before the annual convention of the 
», 161 League for Industrial Democracy, December 27, 1929, 
sinatel Professor Louis Bader of New York University sum- 
ven, tig marized present conditions in the cotton goods industry 
valance in a manner which supplements the study printed in the 
ide mg INFORMATION SERVICE, December 28, 1929. Professor 
> saysfg Bader has had 15 years’ executive experience in the in- 
Sunday dustry, is the author of World Developments in the Cotton 
"strug Industry (1925) and a frequent contributor to the Tex- 
tle World (New York). 

hatefi Because of a dramatic and tragic set of circumstances,” 
limbedf be says, “the attention of the whole country has been 
srmong focused on the cotton industry which has been going 
» MMbrough the throes of the anarchy of competition.” Pro- 
ris enagmsor Bader believes that the “chaotic condition” in the 
 theig industry makes “mandatory the paying of wages, in the 
: 1 South at least, which mean for the bulk of those employed 
in the industry a living at or below the poverty line, as 
weunderstand that line today.” He calls attention to the 
fact that one of the best paid workers, a male weaver 
cate off fortunate enough to have full time employment, 55 hours 
knows Pet week and 50 weeks per year, in 1928, could earn $17.00 
‘ictatorg Pt Week or about $850 per year in Alabama and South 
violent “Arolina, while in Georgia he could earn about $816 and 
n antig ™ North Carolina $1,044. (History of Wages in the 
sept United States from Colonial Times to 1928, Bulletin 499, 
revoug Bureau of Labor Statistics, Washington, D. C., 
by fa 2 $4.) Using the figures of the National Industrial 
f 1919 Conference Board* he estimates that about $1,100 will 
s weg mish in these states a “minimum of existence” for a 
_ fig ‘wand and wife and three children. Professor Bader 
volutiomg “tes that “this sum leaves very little for the finer things 
workts of life and circumscribes what must be consumed in the 
e of te "’Y Of food and clothes to such an extent that most of 
nore req “Would feel we were in a strait-jacket. It means that 
Gener Mt children in such a family must go to work at the 
rain tig “liest possible age if there is to be the possibility of 
tht Ptoper health maintenance, provision for adequate insur- 
hat utig “t and some provision for recreation and advancement. 
vave ti lly it means the children have hardly any other al- 
* yolumd tmative than that of growing up and being the same kind 
fence of OMSumers that their parents now are. 

given tt € are commonly understood to be living in a period 
Jeavort prosperity, greater than any heretofore witnessed by 
ts kill | et here is an industry, one of the most important 
} the United States from the point of view of service to 
community, investment in plant, number of employes, 
value of product produced, forced to pay wages to 
* bulk of its employes, which cause it to be thought of 


"Special Report No. 8, also The Cost of Living in 1927. 
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by many people as a pauper industry. To ask a family 
of five to live on a yearly income of $850.00 when it can 
be earned, seems today a preposterous undertaking. In 
many cases the situation is, of course, better than this. 
Our figures are averages. Here and there will be found 
better pay; where management is especially able and en- . 
lightened, because of their better management they are 
able to pay better and they take great pride and pleasure 
in doing so. Of course the so-called free income given 
in some mill villages compensates for much in the way of 
small wages. . . . And in some families children have 
become old enough to join the parent in the mill and so 
work and add to the income. . . . 

“The philosophy of a prosperous wage earner has 
gripped the more responsible leaders of industry in this 
country in a way that is still the amazement of the rest of 
the world. The cotton industry both North-and South 
has its quota of such leaders. And we have had sufficient 
experience with that philosophy to warrant, I think, the 
statement that those who do not subscribe to it have no 
place in modern business, and the sooner the other busi- 
ness men force them out of the situation the better it 
will be. 

“Although we have this clear understanding, the eco- 
nomic situation of the cotton industry is such that for the 
present it cannot pay much better wages, and this applies 
to practically the whole of what we call the textile indus- 
try. I think, too, we need to have an appreciation of what 
the cotton industry has meant to the South. It has been 
the means by which they roused themselves from the slough 
of despond following the losses of the Civil War and it 
has given to the employes of the better mills better living 
conditions than they had on the hill farms from which 
many of them came. 

“Why should it be the case that much better wages 
cannot be paid? Those familiar with the economic proposi- 
tion of derived value realize that the value of the raw 
material used in manufacture, the pay for the services of 
labor, and the interest on the capital invested in machines 
and operations are all derived from the value of the 
finished product. In the long run a producer cannot pay 
out more than he takes in from the sale of the product. 
Most cotton products are sold at such low prices that costs 
of production have to be cut to the bone if mills are to 
continue to operate. We may grant that some of these 
mills ought not to run, but there they are. This means 


that most cotton farmers are making a miserable kind of 
a living growing cotton; the mill owners as a whole are 
hardly earning pure interest on their investment, and much 
of the labor supply is earning much less than the income 
necessary for what we have come to regard as decent liv- 
ing. . . . Obviously so long as prices remain low 
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this must almost inevitably be the lot of the industry. If 
the consumer came to the rescue and offered to pay prices 
sufficiently high this situation of low wages might then 
be corrected.” 

The consumer, however, does not have to pay higher 
prices. For under effective competition the marginal pro- 
ducer fixes the prices of all producers. “In a given supply 
of labor he also fixes the wage scale. If the cotton in- 
dustry were static and the same producer remained at the 
margin there might be hope of effecting the change neces- 
sary to bring about better wages in a normal way. But 
the marginal producer has been changing with great 
rapidity during the last thirty years. This has been be- 
cause of the rapid geographic expansion of the cotton 
manufacturing industry and a decreasing demand for cer- 
tain fabrics due to style changes. This widespread expan- 
sion has taken place almost altogether at the invitation of 
southern communities on the basis of lower costs. Since 
an investment in a cotton mill is no light matter and when 
once made cannot be readily shifted to some other field, 
each new and for the moment unnecessary low cost pro- 
ducer makes a sub-marginal producer setting the wages 
for labor in this industry, because the price he receives for 
his product permits of paying no more. These sub- 
marginal mills stay in business for quite a while because 
of large resources. To sell out means realizing junk prices 
for plant and equipment. To continue means losing money, 
but there is always the hope conditions will become better 
and then they might recoup the loss. During the last eight 
years the tide has been running in only one direction. By 
the slow process of gradual loss about 5,000,000 spindles 
have been forced out of business during the last five years. 
Because new mills still continue to be erected and operated 
in the South we can expect this to continue for some time, 
or we shall see reorganizations and investors taking sub- 
stantial losses, thus wiping out the charge of interest 
against production costs. 

This situation leads to an interesting query. How many 
cotton manufacturers have accumulated -during the last 
thirty years “fortunes comparable to those accumulated in 
the chemical, steel, oil, tire, automobile [industries], or in 
the production of so insignificant a product as yeast, to 
mention some lines of industrial activity that are really 
profitable ? 

“Modern business under our capitalistic system owes 
an obligation to labor. Therefore, instead of making con- 
ditions worse, management and capital ought to attempt 
development which would improve conditions. This might 
be done by using the capital and labor now going into the 
cotton industry for the manufacture of something new, or 
something now under-produced. In making this sugges- 
tion I am not unmindful of the difficulties this entails, but 
are those difficulties any worse than those now faced by 
this industry? 

“Then there is the competitive situation in the industry 
as a whole. The cotton industry for one thing is highly 
individualized. There are few large companies such as 
you find in the steel, automobile, and farm machine in- 
dustries. Here you have no outstanding company like the 
United States Steel Company, the General Motors Com- 
pany, and the International Harvester Company, which in 
a measure tend to stabilize their respective industries and 
set up standards which the smaller companies find it wise 
to follow. In the cotton industry yor have 1,347 mills 
nearly all separately owned and managed, each a law unto 
itself. The textile industry as a whole comprises the 
cotton, woolen, silk, knitting, and fur manufacturing 
branches. These are all, within limits, competing among 
themselves for the same business. Attempts at 


[2] 


combination and merger have not been particularly sue. 
cessful especially when attempted on a fairly large scak 
The best approach to cooperation is the Cotton-Textj} 
Institute which has been doing some valiant work, but g9 
far without the success hoped for it three years ago.” 

Obviously the competitive situation in the textile indys. 
try is complicated by the change in consumption of differ. 
ent types of products. “Between 1899 and 1925 the ip. 
crease in dollar value of all manufactures was 450 per 
cent and for all textile manufactures 453.6 per cent. But 
when we consider each branch of the textile industry we 
find a change that would cause consternation to the mog 
hardy. The percentage of increase in dollar values in the 
various branches between 1899 and 1927 was as follows: 
wool manufacturing 175 per cent; cotton manu facturing 
353 per cent; silk manufacturing 600 per cent; knit goods 
manufacturing 758 per cent ; manufactured furs 1,100 per 
cent; and rayon production and consumption have in 
creased in the thousand per cents since 1915. So far as 
these figures show anything it is quite clear that the cot- 
ton manufacturing industry with which we are particularly 
concerned has suffered severely from competition of two 
kinds, one from within the industry, and the other from 
branches of the textile industries. The total amount of 
business remained the same but the relative proportions of 
each branch changed. As a result of this competitive 
situation cotton manufacturing suffered two major de 
pressions between 1920 and 1925... . 

“As for the factor of wages in the cotton industry, they 
have always been habitually low. . . . We find ina large 
measure women and children employed in cotton mills and 
it is frequently regarded as so much extra work for the 
family. There is consequently not so much of a feelin’ 
of responsibility that living wages need be paid. When 
the industry got a foothold in the South there went with 
it not only this traditional aspect of wages and type of 
employe, but also the belief that the founders of the in- 
dustry were philanthropists offering to the poor mountain 
whites the opportunity of bettering their position. There- 
fore any improvement in their standard of living was s0 
much to the good. 

“This factor of women and children employes is still 
an important factor in keeping wages so much below the 
level of many other industries and the country as a whole. 
In some cases it means adding just that much more t 
the family income. As a result husbands and fathers do 
not need to earn man size wages. Again women and 
children do not lend themselves readily to organization. 
Consequently there is no powerful wage bargaining 
which seeks to raise wages to higher levels. Thus wages 
cannot reasonably be expected to be much higher in the 
near future unless something drastic is done. ; 

“This industry faces a problem. While we may say tt 
is of their own making that does not alter the situation 
There it is and it is unhealthy. A way out needs to be 
found. The industry itself, so long as it pays wages out 
of line with other industries, can hardly be expected t0 
find the way out. We know now that the healthiest cot 
dition is to have contented workers and to pay them wages 
which make it possible for them to become good Cot 
sumers. Consumers in other parts of the country knowilg, 
the wage situation are not likely to be particularly symp* 
thetic toward this industry and consequently not grea 
interested in its problems. . . . 
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“The peculiar thing is that the situation in the cottoyigy "Th 


industry is pretty well understood by those who hag 
invested time, effort and money in it. These business met 
are anxious to find a solution if for no other reason t 

that of earning profits and to keep their investments intact 
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During the last three or four years strenuous efforts have 
«n made to solve the problems which have arisen. This 
ort has for the most part taken educational lines. 
ough the various manufacturers’ associations, the Asso- 
dation of Cotton Textile Merchants and the Cotton-Tex- 


ndus- tile Institute a campaign has been carried on to 
iffer o primarily three things. One, to secure such a curtail- 
it of production that the overhanging 
0 per Hiurden of too large a supply might be done 


way with. Second, to carry on an industry-wide market 
dudy to increase consumption among old users and to find 
new uses for the product. Third, to bring about greater 
diciency in mill operations. If these movements eventu- 
ily were to succeed better prices could be secured, decent 
srofits could be earned and better wages paid. 


“So far these efforts have been only partially success- 
i. Greater efficiency has been secured which unfortu- 
mately has led to an increased production, and some new 
wes for cotton have been discovered. The big problem 
of overproduction seems, however, to be no nearer solu- 
on than three years ago. This is because of the many 
nills (1,347), the wide geographic distribution of these 
ants and their ownership and the lack of an outstanding 
personality or organization to whom other mills might 
bok for leadership. Because of the country’s attitude 
twward movements which seem to be in restraint of trade 
asufficient number of these units cannot combine to act 
together for effective results. The cotton trade has never 
yet been able to act together surreptitiously for much more 
than 24 hours because of the individualism which has 
always run riot in this industry.” 


With a competitive situation such as this it would seem 

ht a pretty good case could be made out for regulation. 
“Competition seems to have fallen by the wayside as an 
effective agent of regulation under modern business con- 
i». | ditions. Considering the plight of the employes and of 
many mills, it would seem that the cotton industry is in 
need of some governmental regulation if it is to be quickly 
tighted, pay decent wages, and permit capital to earn a 
kgitimate profit. This aid from the government might 
take the form of a cooperative organization such as is pro- 
posed for agriculture by the Federal Farm Board or .. . 
of the proposed regulation of the coal industry in England 
—tegulation of prices, wages, and production to fit the 
market, or the more simple elimination of night labor for 
women and employment of children under 16 years of age. 
Inconjunction with cooperation between the employers, a 
trong labor bargaining power is needed to maintain wages 
atahigh point for the entire industry. . . . The educative 
and fact finding activities of the various associations and 
stitutes have already gathered sufficient data to serve as 
abase for the formulating of wise legislation making pos- 
‘ible that regulation which will interfere least with our 
Mésent economic system and give us all the benefits 

f with fewer of its disadvantages. 


_ The problem of the textile industry is then a market- 
ig problem. First there is need to study the market, (a) 
find out what the consumer wants and the prices he is 
Willing to pay and (b) to make what he wants in quantities 
that will be absorbed by the market. A second proposition 
ch grows out of the first is to pay wages which permit 
€ workers to live according to the comfort standard 
today. . 

a), Chis is an industry of ancient lineage and was once 
tiled as king. Now we are asking it to make an adjust- 
ss meng Ment that means a complete change of mental attitude. A 
mn that Teal knowledge of its difficulties began less than ten years 
‘intat: fl %. With the weight of tradition resting so heavily on it 
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we cannot expect very rapid developments. Nevertheless 
change must come, the sooner the better. The labor 
troubles of the last few months indicate the volcano seeth- 
ing underneath, the promise of labor troubles to come may 
bring a change in a manner not desired by the investor. 
A political statesman once said, “This nation cannot endure 
half slave and half free.’ The business statesmen of today 
must say, “This prosperity cannot endure half low wage 
and half high wage.’ The farmers and the cotton textile 
industry are in part the low wage half. Will the cotton 
manufacturer swallow his pride and petition for .. . 
governmental regulation in the hope that a solution to the 
distressing problems of this industry can be worked out?” 


A Plea for Cooperation in Textiles 


In corroboration of the statements presented on the 
textile industry in previous issues of the INFoRMATION 
SERVICE we find Henry P. Kendall, president of the Ken- 
dall Company, a large concern having mills in both north- 
ern and southern states, attributing conditions to facts 
which we published and which call for new industrial 
policy." This question is, in the opinion of Mr. Kendall, 
whether new policies are to be worked out by cooperation 
within the industry or by coercion from without, for “con- 
ditions in the textile industry have reached a stage where 
correctives unquestionably will be applied. . . . 


“When public opinion crystallizes, as it has crystallized 
in respect to textile conditions, then the intelligent, en- 
lightened course for those within the industry would seem 
to be: First, an analysis of the causes which have created 
conditions ; second, a dispassionate consideration of ways 
and means of relieving them; third, constructive coopera- 
tive action in putting correctives to work.” 


The issue at stake is no small one, for “the cotton manu- 
facturing branch of the textile industry includes some 
1,600 establishments. Close to a half million workers di- 
rectly look to these establishments for a living, and the 
families of these workers, upward of two million men, 
women and children, are directly affected by conditions. 
The value of the cloth and yarns produced in these mills is 
approximately a billion and a half dollars annually. 


“Obviously, the state of health of an industry of such 
dimensions is a matter of grave public concern. Responsi- 
bility for the health of the industry belongs first to those 
entrusted with the management of its properties. Their 
refusal to accept full responsibility is an invitation to out- 
siders to try their hand. 


“The history of American industry is marked by sign- 
posts which should guide us who are within the textile 
group to constructive cooperation rather than destructive 
coercion. The steel industry, for example, fought shorter 
hours bitterly. Yet they came. They will come in the 
textile industry.” 


Mr. Kendall points out that “it is becoming a bromide” 
to stress overproduction as a primary cause of the diffi- 
culties of the textile industry. “Bound up with over- 
production are price and cost factors. It has been esti- 
mated that as high as 63 per cent of cotton manufacturing 
establishments lack an adequate cost system. To keep 
facilities engaged, the practice has become common of 
selling goods without regard to depreciation or interest on 
investment.” And “continued sale of goods at prices 
which do not allow the manufacturer an equitable profit 


* “Cooperation or Coercion?” Textile World, New York, February I, 1930. 
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leads to industrial suicide, . . . shutdowns and unemploy- 
ment.” 


The conditions are destructive to whole communities as 
well as to workers and employers in the industry. “Idle 
cotton mills cannot provide large taxation. Deveiopment 
of schools, streets and public improvements is impeded. 
Periods of enforced idleness which follow excessive pro- 
duction bring curtailment of purchasing which reduces the 
volume of business of merchants and manufacturers of 
consumer goods of all classes. Values of mill securities, 
toward which the security-buying public even at the peak 
of the recent bull market showed no great warmth, are 
written down further, every time overproduction stalks 
among the looms and spindles.” : 

Furthermore, “the long hours of work in the textile 
industry not only have helped to mold an unfavorable 
public opinion toward the industry; they have been a root 
cause of overproduction. A voluntary, cooperative effort 
to correct this basic cause of the industry’s demoralization 
is the urgent need in 1930. 


“Mills in Maine, New Hampshire, Vermont and to some 
extent Connecticut and Rhode Island operate 54 hours per 
week. Mills in North and South Carolina operate 55 
hours and upward. Mills in other southern states operate 


55, 56 and 60 hours. 


“For the correction of overproduction and of other 
untoward conditions in the textile industry, it has been 
proposed, and the proposal has been received with favor 
by cotton manufacturers in many quarters both north and 
south: 


“That an early and universal cut to not over 50 in the 
standard working hours per employe be put into effect 
throughout the industry ; 


“That the hourly rate of pay be so adjusted that the pro- 
posed schedule equal the present full time total ; 

“That night work of women and minors be eliminated. 

“Such a move is thoroughly sound, both from the broad 
economic viewpoint and from the viewpoint of profit to the 
industry. Putting it into effect means that the textile in- 
dustry begins to catch up with the industrial procession. 

“Certainly, such a move is bound to come sooner or 
later and its achievement through cooperation is greatly to 
be preferred. Textile manufacturers would be wise to 
gain the goodwill which would come from voluntary 
action, rather than have acceptance forced upon them. The 
results of such an equalization of working hours include 
unquestioned benefits to employer, employe and public.” 

Employers would benefit from a reduction in hours be- 
cause it would lessen production and tend to put a limit on 
“riotous competition” and price cutting. “The long-hour 
states are in competition with one another. Universal, 
voluntary acceptance of reduction in hours could work no 
possible hardship on any district or on any mill. It would 
mean that no state and no manufacturer would have an 
advantage. 

“The unemployment situation would be given immediate 
relief. Idle workers would be given employment. 

“Larger average earnings for operatives should be an 
important by-product of the proposed move. . . . 

“Night operation for women and minors has been abol- 
ished in every civilized country except the United States. 
. . . A pass is now reached in the textile industry where 
conditions cry aloud for correction. The foregoing sug- 
gestions are not Utopian. They are practical, common- 
sense proposals.” 


Labor Turnover 
For some years Dr. William A. Berridge of the Metre 


politan Life Insurance Company has been collecting data 


on labor turnover which are available in the form of in 
dexes. The indexes represent data from 350 manufac. 
turers having a total of about 600,000 employes. They 
represent the average rate of accessions, layoffs, “volun- 
tary quits,” and discharges. 

Summarizing the results in a recent article in the 
Personnel Journal (New York) Dr. Berridge points out 
that “during the past five years, the accession rate has 
averaged about 4 per cent per month, the total separation 
rate 314 per cent, the layoff and the discharge rates 4 of 
1 per cent each, and the ‘voluntary quit’ rate 2% per cent, 
or about three-fourths of all separations. Of course the 
variables have fluctuated considerably above and below 
their respective averages for these five years, and in the 
preceding five years (1919-1923) fluctuated over a still 
wider range. . . . 

“Without question, our observation has shown that in 
recent years factory managers in large numbers are com- 
ing to realize more clearly than ever before the importance 
of labor turnover as a managerial problem—one which is 
usually not only wasteful and expensive, but also in large 
part controllable. The increase of interest in this prob 
lem, as in most others during the history of management, 
has many roots, rather than a single one. Among those 
most important in the present case are the following: 

“1. The principle . . . of business budgeting, which 
now has a strong hold in the fields of finance, sales, and 
production, and in conjunction with these is beginning t 
be thought out in terms of labor budgeting also. ' 


“2. Enhanced interest in functional organization, whiciy 


is bringing about concentrated study of all functions relat- 
ing to labor control as one of the important specialized 
functions of management. 

“3. An improved spirit in industrial relations, which is 
leading many employers to make the most sincere and 
whole-hearted efforts for conserving employe goodwill 
but nevertheless is failing to keep turnover from period: 
cally increasing. 

“4, The high level at which wage rates have been virtu 
ally stabilized during the past few years—thereby enhane- 
ing the financial loss involved through the departure of 
trained workmen. 

“5. Recent disclosures of new evidence on the extent 
and fluctuation of labor turnover, so marshaled as to pet 
mit striking comparisons to be made between a company’s 
internal experience and the more general experience o 
others, and to suggest the need for executive action.” 

As a result of plotting the data, Dr. Berridge says, “the 
fact that all of these curves have in the latter half of the 
post-war period fluctuated within narrower ranges, and of 
lower levels, than in the first half of the period is of cours 
no indication of lesser industrial activity and prosperity but 
rather of a more sane and stable prosperity. The stabilize 
tion movement has influenced personnel management as it 
has production and other management fields. Our impres 
sion is that a more conservative policy is leading industrial 
executives to hire or fire or lay off in more orderly fashion 
rather than in ‘fits and starts’ as they formerly did; this 
naturally reflects itself also in reduced counterbidding for 


labor and therefore lower quitting rates. Although thei 
spread of the stabilization idea is probably not the sc.W 
cause, we believe it to be the chief cause of the lower level” 


and narrower ranges which have characterized all the turt 
over variables since 1924.” 
13 
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